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REGULAR STATE BANKING BOARD MEETING 
HELD BY CONFERENCE CALL 

OFFICE OF THE COMMISSIONER 
DEPARTMENT OF FINANCIAL INSTITUTIONS 

2000 SCHAFER STREET, SUITE G 
BISMARCK, NORTH DAKOTA 

 
 May 12, 2005 
 
 

The regular meeting of the State Banking Board was held in the Office of the 
Commissioner, Department of Financial Institutions, 2000 Schafer Street, Suite G, 
Bismarck, North Dakota.  Chairman Karsky called the meeting to order at 9:00 
a.m., Thursday, May 12, 2005, by conference call. 
 

MEMBERS PRESENT: Timothy J. Karsky, Chairman (Office) 
Ron Braseth, Member (Mayville) 

    Bill Daniel, Member (Office) 
    Lorren Henke, Member (Wishek) 
    Roger Monson, Member (Finley) 
    Anita Quale, Member (Watford City) 
 
MEMBER ABSENT: Launa Moldenhauer, Member 
 

 ALSO PRESENT: Robert J. Entringer, Secretary (Office) 
    Doug Grenz, Chief Examiner – Banks (Office) 

 
 
APPROVAL OF MINUTES 
 
 Chairman Karsky indicated the Board received copies of the minutes of the 
regular meeting held on March 10, 2005, and the special meetings held April 1, 
2005, and April 22, 2005.  It was moved by Member Braseth, seconded by 
Member Monson, and carried by a vote of 6 to 0, with Member Moldenhauer 
absent, to approve the minutes as published. 
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CHOICE FINANCIAL GROUP, GRAFTON – APPLICATION TO 
ESTABLISH A FACILITY AT 4731 13TH AVENUE SW, FARGO 
 
 Assistant Commissioner Entringer noted that the application was received on 
March 21, 2005, and deemed complete on March 31, 2005.  The application was 
published pursuant to the joint publication guidelines in Section 13-02-05-05.1 of 
the North Dakota Administrative Code in The Forum, Fargo, on March 21, 2005, 
and The Record, Grafton, on March 23, 2005.  The comment period expired on 
April 7, 2005, and there were no comments or requests for copies of the 
application. 
 
 Assistant Commissioner Entringer reviewed the statutory criteria found in 
Section 6-03-13.3 of the North Dakota Century Code, which requires the Board to 
take the following facts into consideration to determine whether to approve the 
application: (1) the convenience, needs, and welfare of the people in the 
community and area served; (2) the financial strength of the bank in relation to the 
cost of establishing and maintaining the separate facility; (3) whether other banks 
would be seriously injured by approval of the application.   
 
 Assistant Commissioner Entringer asked President Paulson to review the 
application for the Board.  President Paulson indicated the bank has had an interest 
in establishing an in-store bank for some time and WalMart was particularly 
appealing.  President Paulson indicated he contacted a vendor that WalMart uses 
called Financial Supermarkets, Inc., which is the vendor that is putting all the in-
store banks in the WalMarts across the state.  President Paulson indicated their goal 
is to have a large exposure in Fargo and felt this was one way to get it.  President 
Paulson stated the goal is to not necessarily make a lot of money, but to generate 
deposits.  President Paulson pointed out the bank had visited a number of in-store 
banks in WalMart stores in Tennessee and they picked up a number of good ideas.  
The facility application includes expanded hours, including being open on Sunday 
from noon to 5:00 p.m., which is the second busiest day of the week for WalMart 
even though it is only a 12-hour day.  President Paulson stated with respect to the 
application, this facility is not expected to generate a significant amount of deposits 
which would impact any of the other banks in the Fargo market, and given that 
Fargo has a huge deposit base already this facility will not adversely impact any 
financial institution in Fargo.  President Paulson added with respect to convenience 
and needs, he would submit there is not a better location to meet the convenience 
and needs then a WalMart store. 
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 Chairman Karsky noted that the summary of deposit market share in the 
application shows State Bank & Trust, Fargo, has 37% of deposits, on down to 
Union State Bank of Fargo having 0.38%, which is included as Attachment B in 
the application.   
 

Chairman Karsky asked who the Manager would be for this location, and 
President Paulson stated it would be Lisa Artz, who is presently Vice President of 
Marketing for the bank.  President Paulson indicated they have two other 
employees, one who has tremendous retail experience working formerly at 
Helzberg Diamonds, and another individual who has a significant amount of in-
store bank experience and is coming to the bank from Wells Fargo. 

 
Chairman Karsky inquired how a commercial application would be handled, 

and President Paulson stated the application would be processed through the 
bank’s West Fargo location and, in fact, all applications including consumer would 
be processed through their centralized underwriting location in Langdon.  President 
Paulson indicated one thing they are concerned about and had visited with other in-
store WalMart locations about is consumer application and how they are handled, 
particularly in off hours and weekends; adding that the denial rate is quite a bit 
higher at a in-store location than at normal branch banks and can range from 40 to 
80% denial.  President Paulson stated the bank has already been approved to go 
into the WalMart store in Grand Forks, but that will be in the first quarter of 2006. 

 
Assistant Commissioner Entringer asked President Paulson if he had 

preliminary approval from the FDIC, and President Paulson indicated approval has 
been received. 

 
President Paulson indicated the location for the facility is 627 square feet, 

with the location right behind the checkout counters.  President Paulson stated 
WalMart has been very good to work with and will allow the bank to put 
announcements on the public address system every 20 to 30 minutes, and will 
participate in in-store promotions.  President Paulson noted they will be in direct 
competition with WalMart with regard to check cashing, money orders, etc., noting 
that in the stores he visited the check cashing and money order sales was 
predominantly handled by WalMart because they do not have the regulatory and 
compliance issues that a bank has. 
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Chairman Karsky asked what the lease term was, and President Paulson 
indicated it is a five-year lease with the renewal option solely the banks at the end 
of the lease term. 

 
Member Daniel asked if this is the first facility to be open on Sunday, and 

Chairman Karsky noted that Capital Credit Union, Bismarck, is open on Sunday in 
its in-store location.  President Paulson added he believes this is the first bank that 
will be open on Sunday in North Dakota. 

 
Assistant Commissioner Entringer reviewed items included in his 

Memorandum that President Paulson had not addressed, including the fact that the 
leasehold improvements in this facility would put the bank at 20% of fixed assets 
to equity, which is well within the limitation of 65% of equity capital as set forth in 
statute.  Following are the projections included in the application: deposits at $5 
million at the end of the first year, growing to $15 million at the end of the third 
year; total loans at $3.25 million, increasing to $9.75 million at the end of the third 
year; income projections show the applicant expects to lose $133,000 the first year, 
but turning a profit of $70,000 in year two, and a profit of $247,000 in year three.  
The projected balance sheet and income statement for the bank as a whole shows 
15% growth in 2005, 13% growth in 2006, and 11% in 2007.  The bank’s historical 
growth for the previous three yearends is 17.3%.  Also, the bank is projecting 
return on assets of 1.6% in the first year, and an estimated 1.7% in year two, and an 
estimated 1.73% in year three.  The historical three-year average return on assets 
for the bank is 1.58%.  As noted in Attachment F, the bank is projecting to remain 
in the well-capitalized capital category for the entire projection period and, 
therefore, the projections appear to be well supported and accurate. 

 
Assistant Commissioner Entringer noted that President Paulson discussed 

management as well as other banks and facilities, indicating that there has been no 
opposition noted as a result of the notice published in the newspapers.   

 
Assistant Commissioner Entringer noted it is the recommendation of the 

Department that the Board approve the application by Choice Financial Group, 
Grafton, to establish a facility at 4731 13th Avenue SW, Fargo, and reviewed the 
conditions of the Order which was also attached to the Memorandum. 

 
Member Monson inquired as to whether the WalMart locations that 

President Paulson visited were making loans, and President Paulson indicated they 
were.  President Paulson stated the ratio is about $3 of deposits for every $1 in 
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loans made, and the emphasis is typically on the deposit end of the bank.  President 
Paulson continued that at each of their locations they determine whether it is an 
excess deposit location or an excess loan location, and right now throughout all the 
locations they have an excess deposit factor of 3½%, and that is the numbers that 
the projections for this WalMart location were based on. 

 
It was moved by Member Monson and seconded by Member Braseth 

that the application by Choice Financial Group, Grafton, to establish a facility 
at 4731 13th Avenue SW, Fargo, be approved, and Chairman Karsky be 
authorized to sign the Order on behalf of the Board.  The motion carried by a 
vote of 6 to 0, with Member Moldenhauer absent. 

 
President Paulson left the conference call at 9:23 a.m. 
 
Ernest Strube and Frank Fridrich from American State Bank and Trust of 

Dickinson, Dickinson, joined the conference call at 9:25 a.m. 
 
 
AMERICAN STATE BANK AND TRUST OF DICKINSON, DICKINSON – 
APPLICATION TO ESTABLISH A FACILITY AT 2201 15TH STREET SW, 
MINOT 
 
 Assistant Commissioner Entringer reviewed his Memorandum, noting that 
the draft application was received on April 1, 2005, and was deemed complete on 
April 6, 2005.  Notice of the application was published pursuant to Section 13-02-
05-05.1 of the North Dakota Administrative Code in the Dickinson Press, 
Dickinson, and the Minot Daily News on April 9, 2005.  The comment period 
expired on April 23, 2005, and no comments were received nor were there any 
requests for copies of the application. 
 
 Assistant Commissioner Entringer indicated the statutory criteria found in 
Section 6-03-13.3 of the North Dakota Century Code, had been reviewed for the 
Board concerning the previous application and, therefore, was not reviewed again. 
 
 Assistant Commissioner Entringer asked Mr. Strube to review the 
application for the Board, along with the reason for expanding into the City of 
Minot.   
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Mr. Strube indicated he would like to focus on the convenience and needs 
aspect of the application, noting that the bank has a number of clients that do 
business in Minot and therefore the bank has been interested in a Minot location 
for several years.  Mr. Strube referred the Board to Exhibit 7, noting that American 
State Bank and Trust of Dickinson has almost $7 million in existing loans in the 
Minot area; however, on the deposit side of those customers there is only 
approximately $300,000, which indicates there is a need from the convenience 
aspect for their existing clients.  In addition, because of the bank’s association with 
Bank Center First, Bismarck, and Scandia American Bank & Trust, Stanley, this 
would provide convenience for customers of those banks as well; adding that those 
two institutions have approximately $2.5 million in deposits and $1.5 million in 
loans.  Mr. Strube addressed whether this facility would injure or harm the other 
facilities in Minot by pointing out that when you look at the banks in Minot they 
are all well managed and well capitalized banks, and when you look at the history 
of American State Bank and Trust of Dickinson the bank has never been a low cost 
provider of services, adding the bank has always been average or sometimes higher 
with respect to its loan rate than the competition.  Mr. Strube added on the deposit 
side the bank does a fair job of managing its cost of funds and typically the bank is 
not the aggressive financial institution in the market.  Mr. Strube noted of the 
current locations of the bank – Dickinson, Killdeer, and New England – the 
Dickinson market has average deposits per bank of approximately $40 million and 
Killdeer and New England have slightly less than $20 million each; however, when 
you look at the Minot market there is slightly over $100 million of average 
deposits per bank, which indicates an implied need in that market. 

 
Chairman Karsky inquired about the manager of the proposed facility, 

noting that the resume was marked confidential in the application.  Mr. Fridrich 
indicated the individual is fairly widely known in Minot, so it is not confidential 
anymore.  Chairman Karsky noted the individual had significant banking 
experience and should be a good addition for the bank. 

 
Chairman Karsky asked for an explanation on how the banks in the holding 

company are organized as independent banks.  Mr. Strube indicated the banks are 
operated under a three-bank holding company, with the holding company being 
United Bancor, Ltd., and the subsidiary banks are American State Bank and Trust 
of Dickinson; Bank Center First, Bismarck; and Scandia American Bank & Trust, 
Stanley.  Mr. Strube noted that each of the banks has a local board of directors, 
stressing that the decisions are made locally and that the holding company 
influence is more from a back-office, non-customer related function to help create 
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some efficiencies.  Mr. Strube noted under the three banks is the American Trust 
Center, which is a independent trust company owned equally by Bank Center First, 
Bismarck, and American State Bank and Trust of Dickinson.  Also, the American 
State Bank and Trust of Dickinson owns American Insurance and American Ag 
Credit Corporation, which allows the bank to fund agricultural loans through 
Agribank. 

 
Assistant Commissioner Entringer asked Mr. Strube if there was any intent 

for American Trust Center to establish an office at the Minot location, and Mr. 
Strube indicated that would be the intent in the future.  Mr. Strube indicated the 
insurance agency would also likely expand to Minot in the future. 

 
Assistant Commissioner Entringer reviewed the remainder of his 

Memorandum, noting that the purchase and remodeling of this facility would put 
the bank at 30% of fixed assets to equity capital, which is well within the limitation 
of 65% of equity capital set forth in statute.  With regard to the projections, the 
applicant is projecting to obtain $2,675,000 in deposits at the end of the first year, 
growing to $8.3 million at the end of the third year.  Total loans at the end of the 
first year are estimated at $4,150,000, increasing to $14,250,000 at the end of the 
third year.  The projections for the facility in Section 5, Exhibit 6, show a pretax 
loss in years one through three, with an estimated profit in year four.  As noted in 
Confidential Section 9, Exhibit 9, the bank does show declining risk based capital 
ratios for the four years in the projection; however, in each of the years the bank is 
showing increased profitability.  The declining risk based capital ratios are more a 
function of the growth of the bank as projected compared to the growth in equity.  
Nevertheless, the bank remains in the well-capitalized capital category throughout 
the projection period, and the projections appear to be well supported and accurate.  
With regard to convenience and needs, Assistant Commissioner Entringer noted 
that Mr. Strube did not touch on the ability of the bank to accept deposits or 
payments on behalf of the affiliated banks, and the applicable statute authorizing 
this activity was included in the Board’s Memorandum.  Finally, the applicant did 
include 11 letters of support from businesses in the Minot and surrounding 
communities. 

 
Assistant Commissioner Entringer stated it is the recommendation of the 

Department that the Board approve the application by American State Bank and 
Trust of Dickinson to establish a facility at 2201 15th Street SW, Minot. 
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Member Quale referred to the potential base closing in Minot, and whether 
that will impact this proposed facility.  Mr. Strube indicated he feels the potential 
base closure in Minot would have a negative impact on Minot, but feels neutral on 
any negative impact to this proposed facility.  Mr. Strube referred to the oil bust in 
Dickinson (noting most of the banks in Dickinson struggled), and that during that 
time there was a bank in Dickinson that went through somewhat of a failure and 
effectively started out in the market with a clean portfolio and as a result really 
flourished during that same time that other banks were struggling.  Mr. Strube 
indicated he felt there would not be as much of a negative impact to a new facility 
coming into Minot as there would be to some of the established banks. 

 
It was moved by Member Henke and seconded by Member Daniel to 

approve the application by American State Bank and Trust of Dickinson, 
Dickinson, to establish a facility at 2201 15th Street SW, Minot, along with the 
proposed Order that Chairman Karsky may sign on behalf of the Board.  The 
motion carried by a vote of 6 to 0, with Member Moldenhauer absent. 

 
Mr. Strube and Mr. Fridrich left the conference call at 9:40 a.m. 

 
 Linda Kreideman from the Drake location of United Community Bank of 
North Dakota, Leeds, joined the conference call at 9:41 a.m. 
 
 
UNITED COMMUNITY BANK OF NORTH DAKOTA, LEEDS – 
REQUEST TO CLOSE ITS FACILITY AT 310B MAIN STREET, BUTTE 
 
 Assistant Commissioner Entringer noted the Affidavit of Publication was 
attached to the letter requesting permission to close the facility, noting that the 
notice was published pursuant to the North Dakota Administrative Code 
requirements.  The notice directed comments to the State Banking Board as well as 
to the bank, and comments were required to be submitted no later than April 22, 
2005.  One comment letter was received dated March 19, 2005, addressed to the 
bank and copied to the Department.  Assistant Commissioner Entringer noted the 
letter from President Bill Kunz detailed the reasons for closing the facility in Butte, 
and asked Vice President Kreideman to discuss these reasons. 
 
 Vice President Kreideman noted the Butte facility is basically a paying and 
receiving station that is only open part time.  Vice President Kreideman noted over 
the last few years several of the businesses in Butte have closed and most 



 
 9 

significantly is when the Butte school closed in 2000.  As a result the bank has 
noticed a decline in its deposit base, as well as its customers; noting it is no longer 
economically feasible to keep the facility open.  Vice President Kreideman noted 
the average age of the population in Butte is 75 years old and will not get any 
better in the future; therefore, the facility will lose these deposits. 
 
 Assistant Commissioner Entringer asked if there were any security issues 
and Vice President Kreideman noted there is only one employee that takes checks 
and deposits.  Vice President Kreideman stated the facility in Butte is not tied into 
the main bank’s computer system so the Butte facility cannot open accounts and 
has to call the Drake office if account balances are requested. 
 
 Chairman Karsky noted the only requirement for the bank is to give notice to 
its customers and publish that notice, and there is not a great deal of guidance for 
the State Banking Board with respect to this request. 
 
 It was moved by Member Braseth and seconded by Member Quale to 
approve the Cancellation of the Permit for the Facility of the United 
Community Bank of North Dakota, Leeds, located at 310B Main Street, Butte.  
The motion carried by a vote of 6 to 0, with Member Moldenhauer absent. 
 
 Vice President Kreideman left the conference call at 9:45 a.m. 
 
 
ARTICLES OF AMENDMENT 
 
 Assistant Commissioner Entringer reviewed the Articles of Amendment for 
Peoples State Bank, Westhope, Rolette State Bank, Rolette, and First State Bank of 
North Dakota, Arthur, to have perpetual existence. 
 
 Chairman Karsky explained that the law used to provide that a bank’s 
existence was only 25 years and approximately 10 years ago the law was changed 
to allow for perpetual existence, and that the Department is asking banks as their 
existence expires to apply for perpetual existence. 
 
 It was moved by Member Monson, seconded by Member Daniel, and 
carried by a vote of 6 to 0, with Member Moldenhauer absent, to approve the 
Articles of Amendment for Peoples State Bank, Westhope; Rolette State Bank, 



 
 10 

Rolette; and First State Bank of North Dakota, Arthur, to provide for 
perpetual existence. 
 
 
ITEM TO BE NOTED 
 
Department of Financial Institutions 
 
 Choice Financial Group, Grafton, purchased an insurance agency business in 
Comfrey, MN, including the building which houses the agency. 
 
Articles of Amendment 
 
 Bank Center First, Bismarck, to change number of directors from 9 to not 
less than 3 nor more than 10. 
 
 First State Bank of North Dakota, Arthur, to change number of directors 
from 5 to not less than 3 nor more than 7. 
 
 
NODAK STATE TRUST COMPANY 
 
 Chairman Karsky noted the Department has been working on NoDak State 
Trust Company since he became Commissioner, and the company was put into 
receivership and there was supposed to be a hearing last week to determine what to 
do with the remaining assets, which is cash.  Chairman Karsky stated we are 
hopeful when the hearing is held in June 2005 the money will be distributed and its 
likely most of the money will be sent to the State Land Department, as the receiver 
was not able to determine ownership of the majority of the stock. 
 
 
2005 ANNUAL ASSESSMENT POLICY FOR STATE-CHARTERED 
BANKS AND TRUST COMPANIES 
 
 Joan Becker joined the meeting at 9:50 a.m. 
 
 Chairman Karsky noted a Memorandum was not sent out this year as the 
Memorandum for the last 15 years has been relatively the same.  Chairman Karsky 
noted the Board did receive a copy of the Memorandum from Joan Becker which 
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included the projected revenue and expenses for the period ending June 30, 2005, 
and the projected June 30, 2006, revenue and expenses. 
 
 Chairman Karsky noted the total revenue for year-end June 30, 2005, will be 
approximately $1,788,000, and total expenses will be approximately $1,233,000, 
leaving a carryover of $555,000.  Projected revenue for the period ending June 30, 
2006, would be $1,641,000, and the Department is projecting $1,395,000 in 
expenses, resulting in a carryover of $246,000.  Chairman Karsky pointed out the 
projected revenue for June 30, 2006, includes a 25% credit to the assessments for 
state-chartered banks.  Chairman Karsky stated the Department is proposing the 
assessment schedule remain the same, but allow for a 25% credit.  Chairman 
Karsky also indicated he expects the Department to be able to offer a credit in the 
2006-2007 fiscal year, based on the projected carryover in the Memorandum.  Part 
of the reason the assessment continues to increase is even though we have not 
changed the formula, the growth of the banks results in increased assessment 
revenue.   
 

Chairman Karsky noted the Department has some rollup dollars in the 
salaries, as we continue to experience turnover, adding that the Department 
terminated one employee recently, had one resignation, and is expecting another 
resignation late this summer due to that individual’s spouse pursuing a doctorate 
degree out-of-state.  Chairman Karsky stated it seems the turnover is attributed to 
some things that are out of the Department’s control; however, travel and salaries 
are still two of the biggest issues, and Chairman Karsky stated he intends to pursue 
un-classifying the examiner grades to enable the Department to pay salaries more 
competitive with those of our federal counterparts.  Despite the fact that the 
Department went through reclassification approximately one year ago, we are still 
behind in what is comparable salaries in the industry. 

 
It was moved by Member Quale, seconded by Member Braseth, and 

carried by a vote of 6 to 0, with Member Moldenhauer absent, to approve the 
2005 Annual Assessment Policy for State-Chartered Banks and Trust 
Companies, allowing for a 25% credit. 
 

The Board went into closed session at 9:55 a.m. 
 
 
______________________________  ______________________________ 
Timothy J. Karsky, Chairman   Robert J. Entringer, Secretary 


